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MEMORANDUM FOR SECRETARY KISSINGER
FROM ¢ THE SITUATION ROOM i

SBJECT:  INFORMATION ITEMS |

» b
WTERSATIONAE TOTE DEVELOPMENTSY ™ THE NEW PRICE MECHANISH
ADOPTED BY SAUDI ARABIA, THE UNITED ARAB EMIRATES, AND QATAR
TWO WEEKS AGO HAS LEFT AT LEAST ONE KEY ISSUE UNRESOLVED.
ABU DHMABI CONTENDS THAT ALL THREE COUNTRIES AGREED TO SELL
THEIR GOVERNMENT-OWNED OIL FOR 94.8 PERCENT OF THE HEW POSTED
PRICE, BUT SAUDI OIL MINISTER YAMANI IS QUOTED AS SAYING THAT
AT LEAST PART OF HIS GOVERNMENT'S SALES WILL BE MADE AT OR
BELOW 93 PERCENT OF THE NEW POSTING, SAUDI ARABIA SEEMS 10 BE
CHARG ING 94.8 PERCENT OF THE POSTED PRICE FOR DIRECT SALES TO
THIRD PARTIES. THE YAMANI SCHEME WILL RAISE GOVERNMENT REVENUES
PER BARREL OR CONSUMERS® OIL COSTS. - uﬁaaam@‘megﬂﬁﬁagugg%%ﬁggm
INCREASE CARBE - AVO FDED OMLY- 15 SAURL L GO VERNS

CAR:BE " AVO 1L SAURL ARABIA, SELLS K11 G0
MENFSOWNED GIL AT 86- PERCENT ORLESS-OR IHE POSIED PRECES!
SUCH A PRICE WOULD BE BELOW THE NEW COST OF EQUITY OIL, IN
THIS SITUATION, THE COMPANIES WOULD RESIST LIFTING THEIR EQUITY
SHARE OF PRODUCTION AND THE EN§53RE SYSTEM WOULD COME APART.

ACCORDING TO PRESS REPORTS, THE SAUDIS ARE CONSIDERING OFFERING
2 MILLION T0. 3 MILLION B/D OF PARTICIPATION OIL FOR DIRECT SALE
AT NO MORE THAN 93 PERCENT OF THE POSTED PRICES. WHILE THESE
REPORTS ARE REMINICENT OF THOSE LAST SUMMER CONCERNING SAUDI
PLANS FOR AN OIL AUCTION, SOME TYPE OF ACTION TO LESSEN THE IM-
PACT OF THE RECENT PRICE MOVE CANNOT BE RULED OUT, THE SUPPLY-
DEMAND PICTURE FOR OIL HAS CHANGED LITTLE IN RECENT WEEKS. OIL
DEMAND IN THE MAJOR CONSUMING COUNTRIES IS CONTINUING TO RUN
QIGHTLY BELOW LAST YEAR'S LEVELS, AND OIL STOCKS REMAIN AT

'OR ABOVE LAST YEAR'S LEVELS. .

THESHAJORSWEST: EUROPEAR COUNTRIES  ARE ‘REACTING “FAVORABLY 10

2aLL: FOR: 0T CONSERVATION: MEASURES. J0-REDUCE . DEPENDENCE N

FOREIGNSOURCES FORGIEL WEST GERMAN FOREIGN MINISTER GENSCHER
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ENDORSED THE U.S. PROPOSALS, AND BRITISH REACTION ALSO HAS BEEN
| FAVORABLE, THE FRENCH APPROVE OF THOSE PARTS OF YOUR PROPOSAL
DEAL ING WITH CONSERVATION, BUT STILL WOULD LIKE TO SEE A
CONFERENCE OF OIL PRODUCERS, OIL CONSUMERS, AND DEVELOPING
COUNTRIES. ' ,§

STATHS DR PORTIGUESE PRIVE ‘MINISTERFY PRIME MINISTER GONCALVES
RETURNED TO LISBON YESTERDAY FROM A "REST TRIP" TO NORTHERN
PORTUG AL AMID CONTINUING RUMORS OF HIS:-MENTAL EXHAUSTION AND
POSSIBLE RESIGNATION, TENSIONS ARE ABATING IN PORTUGAL, HOW-
EVER, AND THE MEDIA 1S AVOIDING SPECULATION ON TROOP MOVEMENTS
OR UNUSUAL EVENTS IN THE COUNTRY. AMONG OTHER FACTORS WHICH
HAVE HELPED DIMINISH FRICTIONS WAS THE.DEPARTURE TO PARIS AND
ALGERIA OF MINISTER WITHOUT PORTFOLIO MELO ANTUNES.
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THE WASHINGTON STAR-NEWS:
A ERTER REPORTS ™ THE “80 VI ET-UN FUDFING ORI T
T N-BASED NUCLERR"

YHDER STANDT NS MLTH-THE-US 84 TO L IMIT “CHBA
SUBMARINE AGELVETY “IN"TRECARTOBEAN |~ THE-ROUSEINFER-ANERICAN-
AFFHTRS I COMMITTEE HAS BEENTOLDT " TYO - VITNESSES -FRON-THE
PROOKENG SN B TUT 10N WARRED TRAT  CONTINUED LACK OF - U B% "PRO -
e L 18- MESSENTIALL Yual ENDORS! NTOFPHE BERAVIOR
[ 3 il @Al ENCOURNG & FUTURE -AGIIO N6 B X.-THE. SOVEET UNION
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AR D MEETING IODAG T BaRE 3107 VOTE O REW RRAR-
SPONSOREDASNTNED - T/ T NCREASTIG: THEAINTERNATIONAL

ISOLATION OF ISRAEL. UNESCO'S GENERAL. CONFERENCE VOTED YES-
ERDAY TO CUT OFF AID TO ISRAEL FOR ALLEGEDLY DISFIGURING
CHRISTIAN AND MOSLEM MONUMENTS IN THE OCCUPIED ARAB SECTIONS

OF JERUSALEM, 3

LEE-GONN:REPORTS THAT-TINE PRESSURESANDUA BATTLE O VER TAX:
£56 LGkAT AN MY JEOPARDIZE THE FOREIGW TRADE BILL IN TRE
SENATE 7ACCORDING TO CONGRESSIONAL SOURCES.

JEREMIAH O'LEARY REPORTS THAT UNDERSECRETARY OF STATE sisco:
SPENT A CONSIDERABLE AMOUNT OF TIME YESTERDAY CORRECTING WHAT
JE ADMITS WAS AN UNFORTUNATE UTTERANCE{ON U.S. POLICY CONCERNING
THE PLO. A

ANDREW BOROWIEC REPORTS THESRWBFWORE N KBRS AN TRCREASE "I

PALESTTRIANTERROR ACTIVITIES: W ESRAELAND CONSEQUENTLY TOUGH
ISRAEL1 REPRISALS AGAINST THE COUNTRIES VHICH KARBOR THE

GUERRILLAS. et
0SWALD JOWNSTON WRITES THAT, WITH FITTING SYMMETRY, PRESIDENT
SAME NOTE ON WHICH IT

FORD® S JAPANESE VISIT IS ENDING ON THE Sam
END OFQASE B2 TBP Skboes SERSITIE
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BEGAN FUUR DAYS AGU =- THE FIRM AND SCLEMN ASSURANCE OF TOP
UeS. OFFICIALS THAT IT WAS PRINCIPALLY A SYMBOLIC GESTURE.

#-STAR-EDITOREAL ASKS WHAT CERALD FORD: 1S DOING" 1N THE-FAREAST
WHEN 5 G.0ANY PROBL ENSVAT HOME“CRY“OUT FOR ‘PRESIDENTIAL. ATTENTION,..
THE ANSWER TG THAT QUESTION, UNFORTUNATELY, 1S5 THAT NOT MUCH IS
EXPECTED . OF THE PRESIDENT'S FORAY IN THE ORIENT. THE STAR HOPES
THAT SOMETHING COMES OF THE TRIP BECAUSE THE PRESIDENTIAL ABSENCE
HAS DOMESTIC DRAWBACKS. L
¥ _

CROSBY 'NUYES ‘WRITES THAT 80 (SATTERHOW: OF TES THEY HAPREN
SUWMIT-WEETINGS BETWEEN THE ', S¢“AND-THE SOVIET. uNLON. CONTINUE
ﬁam&nuuﬁzmsxeissruﬁwwuaasmmﬁg&msxaﬁsﬁﬁ;iuusm THE MEETING THATS
ABGUT TO TAKE PLACE BETWEEN RRESIDENT FOR AND SOVIET PARTY
BREZHNEV AT VLADIVUSTOK IS NG EXCEPTION. UNDER THE CIRCUMSTANCES,
HOWEVER, THIS MEETING BETWEEN TOP LEADERS OF THE U.S. AND THE
SOVIET UNION HAS LAKGER SIGNIFICANCE THAN ANY SINGLE ISSUE BE-
TWEEN THE TWO CUUNTRKIES. IN EACT, IT #MAY TURN OUT THAT VERY
LITTLE TIME 15 TAKEN UP TALKING ABOUT THE LIMITATION OF STRA-
TEGIC ARMS. FOR THE PEACE OF JTHE WORLD 1S I PRECARIOUS CON-
DITION -~ PERHAPS MURE PRECARICUS THAN AT ANY OTHER TIME IN THE
LAST 20 YEARS, IT IS5 POSSIBLE THAT WITHIN A MATTER OF DAYS --
MORE LIKELY WEEKS OR MONTHS =~ THE TwO SUPERPOWERS MAY BE CON-
FRONTED WITH & CRISIS THAT cOULD BE THE ULTIMATE TEST OF THEIR
NERVE AND WILL. THE-GRIN-FACDI6:THAT -BOTH SUPERPOMERS /ARE:1N
A SERSEHOSTAGE TOXTHEIR:RESPECLIVNE/CGLIENT S-18 THE MIDDLUEEAST S
THE U.S5. TO ISRAEL, THE SOVIET UNION TO THE ARAB NATIONS. AND
THE MIDDLE EAST ONCE AGAIN 15 QUITE LITeRALLY TEETERING ON THE
ERINK OF WAR. CUNCERTED ACTIOQN TO PREVENT ANOTHER MIDDLE EAST
AT THE FORIHCQ&IQG;§Mﬂ“ﬁ1,@§%@%§§wﬁi VLADIVOSTOK. BUF~EVESCIR:.
1S-HOT-RIRECTLY “DISCUSSEr ‘AT VU RD TVOSTOK, “THE MEET NG ALS: ;
HAME /L ORGE 5 16 #1 PTOANCE: IF - THE/EFRORT:T G- PREVEMT. A-REN AR GHO
FabLe E-THAT . CASEy - BHE U, 5.5 AND THELSBA 08 WOUARHBE:.

 SERT <DANGERY-OF #+DIRECT CONFRORT AT MIDDLE B
R BHATDIRE EWER GENCY SHOULD. ARISEy THE MORE ORD CARD
KNOW-GF. EACH: DIHER, THE BETTER - OFF W& Akl WILL BE.#
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